Southern Cone countries to explore the extent to which economic and social upgrading are linked and spread from lead firms to their supply chain. While economic and social upgrading are found in lead firm segments throughout the case studies, the impacts on suppliers are varied. Pattern groupings enable the authors to develop a three-part typology of development in GSCs, in the light of which they consider the roles of public policies, company behaviour and social actors in addressing developmental outcomes for GSC lead firms and suppliers.
T he expansion of global supply chains (GSCs) in recent decades has established the predominance of this business model in global production, trade and investment. GSCs have spread widely in Asia, as the principal channel of outsourced production, and are increasingly expanding in Africa (World Bank et al., 2017) . Evidence shows that countries in Latin America and the Caribbean participate relatively less in GSCs than countries from these other regions. Active participation has however been found in labour-intensive assembly processes, among others in the apparel, toy and auto parts industries in Mexico and in countries of Central America and the Caribbean. There are also examples of participation in more knowledge-intensive areas, such as engineering and design in the Mexican automotive industry (ECLAC and ILO, 2016) . The Southern Cone, by contrast, is a subregion in which the largest economies have a strong tradition of import substitution industrialization, and where labour market institutions are often comparatively well structured. These economies have been incorporated into GSCs more recently.
From a developmental perspective, it is not only participation in GSCs that matters, but also whether that participation is a vehicle for upgrading, in both economic and social terms. Participation in GSCs is widely promoted as a development strategy that can open opportunities to spur economic growth and employment generation, and to raise competitiveness (World Bank et al., 2017; WTO et al., 2019; UNCTAD, 2013 and . However, it is also recognized that incorporation into GSCs has not always brought economic upgrading, understood as the successful transition over time into higher value added activities (Barrientos, Gereffi and Rossi, 2011) . Moreover, and more importantly from the point of view of labour, economic upgrading has not automatically led to social upgrading (Milberg and Winkler, 2013) . When speaking of social upgrading, it is important to consider not only the quantity of employment but also the quality of jobs. Governance through policies, institutions and private and public actors can play an important role in promoting more inclusive economic and social upgrading in GSCs, and in preventing and mitigating the effects of negative spillovers and downgrading pressures (Mayer, Phillips and Posthuma, 2017) .
This article explores the extent to which economic and social upgrading are linked within supply chains, with particular attention to whether upgrading spillovers are spreading from lead firms to domestic suppliers. To this end, we examine nine case studies of GSCs in Southern Cone countries, identifying three typological patterns in economic and social upgrading between lead firms and suppliers, namely oppositional development, truncated development, and more integrated upgrading within the chain.
Key findings from our analysis of this research show that lead firms in the nine GSC case studies achieved both economic upgrading (moving into higher value added activities) and social upgrading (improving the quality of employment). However, in the case of suppliers of inputs and intermediary goods, we find diverse outcomes of both upgrading and downgrading spillovers from lead firms. Under the pattern of oppositional development, downgrading effects were prevalent among smaller suppliers engaged in lower value added, resource-and/or labour-intensive activities. Under the pattern of truncated development, lead firms attained modest economic and social upgrading, but policies and other conditions were inadequate to foster backward linkages 1 and developmental spillovers among potential domestic supplier firms. Two cases of more integrated upgrading within the chain were associated with policy and institutional frameworks that promoted more balanced economic and social upgrading in both lead firms and their suppliers, while also preventing or diminishing downgrading pressures. Overall, informal and small-scale firms in low value added activities experienced downgrading pressures through price, quality and scale requirements, and faced greater challenges to seize potential upgrading opportunities within the supply chain. These findings raise a number of policy implications, which we explore later in this article.
The remainder of this article is organized into five sections. The first outlines the conceptual framework of our study and introduces the typologies of economic and social upgrading in the nine GSCs examined. The second section presents our methodology and the selection process of the GSC case studies used in our analysis. In the third section, we discuss the key findings from the sectoral case studies, organized according to the typology. The fourth section seeks to identify public policies and institutions that can play a role in contributing to a broader and more inclusive process of economic and social upgrading in GSCs. We present our conclusions in the fifth section.
Conceptual framework and the typology of economic and social upgrading found in the case studies
The expansion of GSCs and participation in them by firms and workers in developing and emerging economies have drawn attention to their developmental potential to spur economic growth, boost participation in trade, transfer technology and know-how to local firms and create jobs (World Bank et al., 2017) . The main aim of this article is to contribute to the policy literature on GSCs and, therefore, while this section traces some key lines of the broader literature, it focuses on policy debates on this subject.
The literature examining the developmental impacts and policy implications of GSC participation has paid close attention to inter-firm relations between lead firms buying goods and services and supplier firms. Earlier GSC literature tended to focus mostly on economic impacts, such as rising output, increased value added of products, greater productivity and competitiveness, technology transfer and access to new markets (Gereffi, 1995; Humphrey and Schmitz, 2002) . Over time, an increasing number of authors have highlighted the effects of GSCs not just on job creation, but also on job quality, labour rights, good working conditions, formal employment relationships, the role of trade unions and levels of unionization. The importance of examining impacts on workers and labour institutions has been confirmed by documented cases of labour abuses, including violations of fundamental principles and rights at work, such as child and forced labour in GSCs, especially in the lower tiers of supply chains (Mezzadri, 2014; Barrientos, 2013; Phillips, 2011; McGrath, 2011) .
The terminology of "economic upgrading" and "social upgrading" emerged in the literature in order to characterize the developmental impacts of GSCs on Southern firms and workers in the Global South (Barrientos, Gereffi and Rossi, 2011; Milberg and Winkler, 2013; Bair, 2008) . The definitions put forward were along the following lines: • Economic upgrading comprises four different types of upgrading: process upgrading, which involves changes that aim to increase the efficiency of the production process; product upgrading, in which more advanced products are introduced; functional upgrading, which involves a shift in activities toward higher value added tasks; and chain upgrading, in which the firm shifts to a more technologically sophisticated production chain in a new industry or product market. • Social upgrading is the process of not only creating jobs but also improving the skills, terms and conditions of work, labour rights and entitlements of workers in ways that enhance the quality of their employment. The term refers to the ILO's Decent Work Agenda, which involves employment, social protection, rights at work and social dialogue. This concept encompasses two components: measurable standards, such as type of employment relationship, wages, hours of work and social protection; and enabling rights, which include freedom of association and the right to collective bargaining.
This terminology aims to conceptualize, measure and analyse the impacts of GSCs on firms and workers in developing countries. Nevertheless, authors acknowledge the complexity of defining this terminology (Lee and Gereffi, 2015) and the fact that links between economic and social upgrading may vary between different sectors and GSCs (Kaplinsky, Terheggen and Tijaja, 2011; Bamber and Fernandez-Stark, 2013) .
Some authors have criticized the economic and social upgrading terminology as being "lead firm centred", without adequately reflecting the perspective of local firms and workers at lower tiers in the supply chain with regard to the upgrading process (Krauss and Krishnan, 2016) , which underscores the importance of examining impacts on different segments within supply chains. The concept of social upgrading, in particular, has received criticism for not taking adequate account of workers' agency in promoting their organization and representation, and of the constraints to worker mobilization in contexts where the trade union movement is weak, under-represented or repressed (Selwyn, 2013) .
Similarly, it can be challenging to identify and measure dynamic processes that drive social downgrading. The term "adverse incorporation" has been coined to describe situations in which vulnerable workers are engaged in GSCs in ways that increase their vulnerability to exploitative forms of work. From this perspective, poverty among workers does not arise only from exclusion from opportunities in GSCs, but also from inclusion on disadvantageous terms (Phillips, 2011) . At the firm level, a related process can be seen among small suppliers that experience negative spillovers from participation in GSCs. This particularly affects firms that operate in highly competitive, labour-intensive and low value added product lines (Ponte, 2008) . Small, informal firms may subcontract to other small firms or homeworkers, thereby reproducing low quality and precarious work in lower tiers of GSCs (Mezzadri and Fan, 2018) . The related term of "immiserizing growth" (Kaplinsky, 2004) describes a situation at the firm and country level in which unfavourable terms of engagement in global production and trade translate into increased economic activity (i.e. more output and more employment, which could be interpreted as signs of upgrading if examined in isolation), but which result in declining economic returns over time.
At the chain level, research has found that upgrading tendencies are not spread uniformly across all production segments. Multinational and national lead firms, which coordinate their networks of suppliers of upstream inputs and intermediate goods and services, are able to maintain control over key decisions as to which products and services will be externalized, what quantity and price to pay and in which countries to outsource production (Mayer and Phillips, 2017) . Lead firms are thus able to shape the relationships and distribution of value added among firms along the chain to their advantage. These processes also have an impact on workers when contradictory commercial requirements from buyers influence decision-making regarding the organization of production and employment relationships with workers. This scenario results in uneven spillover effects as some workers undergo social upgrading, while others in the same GSC experience downgrading (Rossi, 2013) .
A closer examination of the relationship between economic and social upgrading found that participation in GSCs often leads to economic upgrading for firms, but that this does not necessarily entail social upgrading for workers (Milberg and Winkler, 2013) . The implications of this finding are significant, indicating that market forces alone do not suffice to align economic with social upgrading in a positive and mutually reinforcing relationship. Hence, governance mechanisms based on policies, institutions and private, public and social actors have a central role to play in promoting more inclusive economic and social upgrading in GSCs, as well as having the potential to prevent and mitigate the effects of negative spillovers and downgrading pressures Mayer, Phillips and Posthuma, 2017) .
In the light of the literature, it is important to identify, first, situations in which lead firms achieve more aligned economic and social upgrading and, second, the supply chain dynamics through which positive and/or negative spillovers are conveyed to suppliers of inputs and intermediates. Finally, in cases of adverse incorporation and downgrading pressures, policies and other forms of governance can be important tools to mitigate negative outcomes and enable affected firms and workers to follow other developmental paths. These are the questions that we explored in our analysis of nine GSCs in Southern Cone countries, giving rise to the formulation of the following three-part typology: • Oppositional development, in which a strong link exists between lead firms and suppliers, although the former achieve upgrading through uneven processes that enable upgrading for only a few suppliers (those which generally have capital endowments and can engage in a process of investment, consolidation and strengthening productive capabilities). Meanwhile, an opposite and more widespread process of downgrading and exclusion takes place among many smaller suppliers, particularly those in lower value added activities in labour-intensive and natural resource-intensive industries. • Truncated development, in which upgrading of lead firms creates limited or no spillover effects, and does not promote opportunities to leverage backward linkages to domestic firms and workers.
• More integrated development within the chain, in which economic and social upgrading in lead firms leads to upgrading among suppliers. Economic and social indicators may still present gaps along the chain, but they are moving together in the right direction. By outlining this three-part typology, which points to different dynamics between the lead firm and supplier segments of the supply chain, this article seeks to provide a more nuanced view of the varying outcomes for firms and workers at different segments in the same supply chain. Furthermore, taking the perspective of development policy, we consider not only where upgrading and downgrading occurs but also why, in order to identify policies and strategies that can lead to more inclusive and fair GSCs.
Methodology and case study selection
Regarding our research methodology, this article draws upon nine case studies of global supply chains in the Southern Cone of Latin America (Argentina, Brazil, Chile, Paraguay and Uruguay), all based on original field research conducted by members of domestic research teams in the respective countries. 2 The research was designed to obtain a comparative view of the performance of GSCs in the five Southern Cone countries, focusing on two key issues: the extent to which economic and social upgrading are linked in lead firms, and the ways in which lead firms are passing positive or negative economic and social spillovers on to their supply chains.
A common framework was developed to guide case studies based on a set of generic questions regarding upgrading and downgrading processes, using both quantitative and qualitative indicators, depending on the availability of data and the research access of each team. A mixed methodology approach was adopted, maintaining coherence in terms of a set of core variables while also allowing deeper exploration of selected issues of greater interest and relevance, depending on the situation in the various countries and sectors. Consequently, while certain key variables were collected and compared across all case studies, this was not possible for all indicators. For example, the relative presence and strength of public, private or social governance structures varied across countries, offering illustrative details in certain settings.
The nine GSCs were selected with a view to obtaining a sample with a range of different sectors (representing agriculture, industry and business 2 Penny Bamber and Karina Fernandez-Stark participated in the methodological aspects, supervision and synthesis of the studies. Jacobo Velasco compiled statistical data on economic and social upgrading. The GSC case studies and their authors are: Argentinean biodiesel (Daniele Epifanio and Christoph Ernst); Brazilian apparel (Marcelo Gomes) and smartphones (Uma Rani and Katiuscia Moreno Galhera); Chilean apparel (Gerhard Reinecke) and wine (Gerhard Reinecke and Paulina Campos); Paraguayan automobiles and apparel (José Veláztiqui, Juan Cresta and Julio Ramírez); Uruguayan global services (Vivian Couto, 2019; the full report has been published by the ILO) and pulpwood (Stephany Scotto and Vivian Couto). A cross-cutting study deals with the link between GSCs and economic complexity (Rodrigo Astorga). These case studies will be published in a forthcoming book by the authors (Reinecke and Posthuma, forthcoming). services), covering both inward-(mainly aimed at the domestic market) and outward-looking (mainly aimed at exports) forms of GSC integration. Attention was given to the performance of "segments" within the supply chain in order to explore the upgrading and downgrading dynamics between lead firms and different groups or tiers of suppliers. Both quantitative and qualitative data were gathered to analyse developments over a period of approximately 10 to 15 years, subject to data availability. The time span was sometimes shorter where the chain had been formed more recently.
Country-level researchers, selected according to sectoral or thematic expertise, were responsible for conducting the research in line with the common set of issues and research guidelines outlined above. They conducted primary research interviews with key informants, who included representatives of lead firms, suppliers, workers, trade unions and key policy or regulatory actors, with the common aim of identifying trends, interventions and policies that contributed to economic and social upgrading outcomes. This approach enabled the identification of differences between the performances of the lead firms, on the one hand, and that of suppliers -especially those at the lower end of the chain, on the other. The research was supplemented by secondary research derived from existing public statistical data, special tabulations of survey data, administrative registry data, company reports and other published research on the subject.
Key findings of sectoral case studies from the Southern Cone
The following section describes the principal findings from our analysis of the nine GSCs in Southern Cone countries, which confirmed that economic and social upgrading tendencies are not uniform across all segments of the supply chain. The subsections are organized according to the three patterns of development defined above.
Oppositional development in GSCs
The category of oppositional development concerns four case studies that demonstrated strong linkages between lead and supply chain firms. Upgrading in the lead firms was achieved through dynamics in the supplier relationship that provoked a process of upgrading for a small number of suppliers that had the capacity to invest, consolidate and expand endowments (i.e. land and productive capacity), leading to economies of scale and a tighter sourcing relationship with the buyer. Meanwhile, an opposite process of adverse incorporation took place among a larger group of small suppliers, leading, in turn, to their economic and social downgrading, restricted profit margins and informalization of firms and employment relationships. The case studies examined in this category include the biodiesel GSC in Argentina and the wine GSC in Chile (both involving natural resource-intensive agricultural commodity production by upstream suppliers), and the apparel industry GSCs in Brazil and Chile (both involving labour-intensive manual assembly activities by suppliers). It should be noted that the latter two GSCs have been established for longer, allowing the lead firms to consolidate their productive capabilities, although they have since been exposed to new competitive stimuli through GSC dynamics in the global apparel industry. These competitive pressures affected inter-firm relationships in the supply chain in new ways, with inclusive/exclusive and upgrading/downgrading effects.
In the natural resource-intensive biodiesel and wine GSCs, demands by lead firms for price containment, quality, speed of delivery and compliance with voluntary industry standards led to an oppositional process in which a few suppliers upgraded through investments in land and capacity to capture economies of scale. For their part, smaller local producers in the lower value added segment of raw material production experienced social and economic downgrading.
The cases of two labour-intensive apparel chains involved different dynamics but many similar supply chain outcomes. The Brazilian apparel industry remains largely inward looking. Imports have risen sharply in recent years, increasing competition on quality and design as well as price. Retail brands produce roughly a quarter of apparel and have invested in product and process upgrading. This industry is the second largest industrial manufacturing employer, yet most workers are employed informally by small firms with negative pressures on compliance with labour standards on hours, wages and working conditions, among others. In Chile, a dual supply chain has emerged, according to the end market. Large retailers have strengthened their role as lead firms using their own brands, and achieved functional upgrading to expand regionally on the basis of imported products. For their part, small national firms continue to operate in domestic market niches, with small profit margins, poor working conditions and externalizing a considerable share of apparel assembly work to homeworkers. In both cases, the dynamism of the lead firm is linked to downgrading or market exit among domestic suppliers, who suffer the consequences of adverse incorporation into the chain. Trade union activity is also very difficult to organize within small, informal apparel suppliers.
The biodiesel industry in Argentina
The case of Argentina's biodiesel industry offers an example of the potential to align the triple dimensions of economic, social and environmental upgrading in a GSC. However, its recent development has resulted in economic and social upgrading for lead firms and large suppliers, but downgrading for smaller suppliers.
The economic upgrading of this GSC is reflected in the almost threefold growth in export volumes between 2008 and 2017, to 1.65 million tonnes. Export value rose 2.4 times over three years to US$1,224 billion in 2017, 3 making Argentina the world's second-largest exporter of soy-based biodiesel. 4 Investments in new technology achieved process upgrading and raised output. Functional upgrading was obtained by moving -through processing -beyond soybeans to a higher value added product. The lead firms pursued economic, social and environmental upgrading by successfully meeting the requirements of three different European industry standards, among other strategies.
However, challenges and trade-offs remain. Similar to the Uruguayan forestry industry, presented below, the biodiesel industry is overwhelmingly managed by large operators. Some of these have integrated soybean production and soy oil processing into the production of biodiesel, while others only process soybeans bought from agricultural producers. Many upstream soybean suppliers are large, concentrated producers, while smaller producers that do not access the formal markets sell on the black market.
Great heterogeneity is found among the jobs created in this GSC. Large, mechanized processing companies offer higher skilled jobs (80 per cent of employees are skilled workers, of whom 50 per cent are technical workers with tertiary education degrees, 28 per cent are machine operators holding skills certificates, and 12 per cent are highly skilled professional workers), training opportunities and better working conditions in production. In contrast, agricultural workers are often informal (especially in black market production), unprotected, low skilled and exposed to health risks related to the use of agrochemicals. Job creation for women is low, with female workforce share standing at 12 per cent and primarily located in administrative jobs.
Wages aligned to sectoral labour agreements for the energy field are higher than agricultural wages. The concentration of large, capital-intensive agro-businesses has generated social downgrading for smaller agricultural producers by squeezing out small, labour-intensive farming units, which would employ between four and five times more workers for the same quantity of soy production. Other crops, such as citrus production, are much more labourintensive, with the potential to generate an estimated 100 times more jobs per 1,000 hectares than soy production (Sanchez, 2012) . Although these crops do not necessarily compete directly for the same agricultural surfaces, this illustrates that large-scale soy production does not create much employment.
When examining the biodiesel chain as a whole, it becomes evident that upgrading gains are concentrated (rather than widely spread positive spillovers). The triple upgrading in the biodiesel-processing segment and the consequent economic upgrading in the concentrated raw material input segment of the supply chain is directly related to and drives a large part of the economic, social and environmental downgrading in the upstream soy production segment.
The wine industry in Chile
The Chilean wine GSC is characterized by strong process upgrading and a mixed record for product upgrading in lead firms, combined with economic and social downgrading among grape suppliers. This chain is noteworthy for its strong integration in international markets. Between 2000 and 2018, exports of Chilean bottled and cask wine tripled. By 2018, Chile had become the world's fourth-largest wine exporter, accounting for 5.5 per cent of value and 8.6 per cent of total volume of global wine exports (OIV, 2019) . Moreover, Chilean lead firms started to invest in grape and wine production outside Chile, especially in Argentina.
Although to a lesser extent than the Uruguayan forestry and Argentinean biodiesel GSC case studies, the Chilean wine industry has achieved process upgrading through the partial mechanization of the production of upstream agricultural inputs, aiming to raise productivity, reduce unit cost and relieve the cost of scarce labour. This process upgrading has caused a recomposition of employment in the upstream segment of the wine supply chain, and a reduction in the percentage of seasonal labour.
However, product downgrading pressures are also present, linked to the greater share of cask wine in the total volume of exported wine and the failure to increase the unit value of exported wine, which remains below the global average. As illustrated in figure 1, in 1980, at the start of Chile's wine export success story, the price of exported wine from Chile was higher than the global average. However, both in 1999 and in 2016, it was significantly below this average, indicating that Chile has largely settled into a lower value added segment in global markets, participating by raising economies of scale. Upstream grape producers suffer from precarious market conditions and adverse incorporation into the chain due to low grape prices that vary little between different qualities of the same grape variety, which is a disincentive for the production of higher-quality grapes for external suppliers. High value added in more expensive wines tends to be obtained through wine processing and marketing rather than higher-quality grapes. Although value added is concentrated in processing and marketing in most agricultural-based supply chains, the wine chain in most "Old World" countries operates in a different manner, whereby higher price and share of value added are obtained for high-quality grapes from certain clearly defined geographic areas.
The more sophisticated and higher value added segments of the supply chain generate more employment, higher average wages, increased formalization of employment and greater emphasis on skilled labour, which we consider to indicate social upgrading. In less sophisticated segments with weaker, smaller-scale producers in the upstream production of grapes, precarious forms of work persist or have risen. There has also been a drop in the supply of jobs due to mechanization, wages have not increased much in the countryside and there is no emphasis on skills development or training of labour.
The apparel industry in Brazil
The Brazilian apparel industry has existed for over a century and is distinctive for being a major global producer in terms of aggregate output. It is, however, mainly an inward-looking industry, concentrating sales in its large domestic market. Brazil has the last integrated industry in the Western hemisphere, including cotton production, textile weaving, cutting, assembly, design, branding, marketing and retail sales segments. Only some synthetic cloth is imported.
Whereas apparel and textile exports have declined (going from US$1.48 billion in 2003 to a peak of US$1.85 billion in 2007, and then falling to US$0.98 billion in 2018), imports have risen sharply (from US$0.93 billion in 2003 to US$5.60 billion in 2018). Consequently, the industry's trade balance has fallen from a surplus of US$549 million in 2003 to a US$4.63 billion deficit in 2018. Nevertheless, value added doubled between 2005 and 2009 and revenue rose from US$60 billion in 2010 to US$98 billion in 2017, confirming this industry's profitability. 5 Brazilian apparel operations fall into three main groups: large retail brands with their own supply chains, subcontractors and stores; small-and medium-sized firms serving local stores and street fairs, involving microenterprises, workshops and homeworking; and firms operating in regional clusters, specialized in textile and apparel production. Retailers have upgraded processes and products; meanwhile, some domestic producers have specialized in product lines such as beachwear, sportswear and leisurewear, with some exports. However, aside from specialized boutiques, the second and third groups of firms are largely survivalist, lacking investment capital, and characterized by low productivity, little innovation or product diversification, and intense price competition.
The apparel industry is Brazil's second-largest manufacturing employer, with some 8 million workers in 2017, of whom only 1.47 million were direct formal employees, mostly working for large brands, which account for approximately one quarter of apparel production. This creates a dual labour market, with no formal protection and consequently poor job quality for most workers, due to a heavy reliance on outsourcing and subcontracting to small, informal firms, workshops and homeworkers and the decentralization of this industry, which has spurred the growth of local apparel clusters and street markets (Leite, Silva and Guimarães, 2017) . The commercial power exercised by buyers' price pressure over apparel suppliers results in conditions of work in smaller, subcontracted producers that are typically informal, with long working hours, low pay, poor health and safety, and even documented cases of work analogous to slave labour (McGrath, 2011) .
The Brazilian Association of Textile Retail (ABVTEX) has responded to pressure for compliance with international and national labour standards by implementing a programme to monitor and certify suppliers. 6 In addition to private voluntary initiatives, the public labour inspectorate has created a unit focused on the apparel industry and a Municipal Commission for the Eradication of Slave Labour was set up in the municipality of São Paulo. These efforts have yielded important results and enabled the development of good practices in public and private sector initiatives to promote compliance with labour standards in apparel supply chains. However, the positive impact has often been concentrated among first-tier suppliers, with remaining challenges for smaller suppliers further down the chain (Posthuma and Bignami, 2014; Scabin and Hojaij, 2019) .
The textile and apparel industry in Chile
The spread of the GSC model in the textile and apparel industry has had a strong impact on the Chilean industry, driving a transformation that has led to the disappearance of national companies, a decline in employment (Reinecke, 2010) and the rise of a new polarized structure that reflects oppositional development in the GSC of this industry. On the one hand, economic upgrading has been achieved with the expansion of Chilean multinational retailers over the last decade. Dubbed "multilatinas", their emergence represents functional upgrading, given that they have taken on the role of lead firms coordinating the production of finished apparel (principally in low-cost Asian production sites) to be sold through their stores and brands, which have expanded into several Latin American markets, including Argentina, Brazil, Colombia and Peru. The jobs that they have created are found largely in the areas of logistics, sales and other divisions associated with lead firm activities.
On the other hand, in domestic apparel manufacturing, activities are concentrated in market niches, predominantly in products that are difficult to import (such as work uniforms with company-specific design elements) and in the middle-price range. Some of the remaining domestic manufacturers still produce for Chilean retailers, but the volume of these operations is very small. This segment shows little sign of improvement in productivity and modernization of production processes.
Domestic manufacturing has suffered economic and social downgrading. Employment in apparel production dropped from 124,000 workers in 2006 to 77,000 workers in 2013. This was concentrated in waged employment, which fell from 60,000 to 26,000 jobs over the same period, while own-account work declined only slightly, from 59,000 to 48,000 jobs. 7 The large national companies in the formal sector went out of business and were replaced by small workshops and homeworking (Fundación Sol, 2017) . The number of those working in these conditions has increased as a share of total employment in the apparel industry in Chile.
In general, little emphasis is placed on skills development, although it is noteworthy that vocational training institutes continue to train apparel designers, which is partly explained by the demand generated by the large Chilean retail multilatinas. This segment of design and logistics offers a potential for growth and the generation of higher-skilled jobs and industrial value added, although there are few examples of firms and no statistical data are available to examine this issue.
Private compliance initiatives have only recently started to take hold in this industry. The multinational Falabella uses the Sedex Members Ethical Trade Audit (SMETA) protocol to monitor employment conditions in all suppliers that produce under any of its own trademarks, while the other Chilean retail lead firms do not report systematic approaches in this field. The rise of Chilean retailers has been largely fuelled by their own investment capital and a strategic vision, espousing the GSC logic of outsourcing apparel production, mastering the higher-end functions of design, branding and marketing and expanding their retail structure into neighbouring Latin American markets.
Truncated development in GSCs
The truncated development category was assigned three case studies of Southern Cone chains in which there was a disconnect or lack of strong forward and backward linkages between the lead firm and domestic suppliers. These GSC activities were established in three different countries through a policy agreement, subsidies, incentives and fiscal benefits. Two of the three GSCs in this category, the apparel and car industries in Paraguay, largely rely on the incentives of a maquila policy, and can therefore be considered "truncated by design". The activities function well in their own segment, but are incomplete as they remain dependent on imported parts. They, furthermore, show no signs of developing either international-class expertise in the segment, or backward linkages to stimulate the transfer of technology and entrepreneurship, or of raising value added in weaker upstream activities that would create a more integrated and higher value added set of segments in the GSC. Thus, foreign direct investment (FDI) by multinational producers has not been leveraged for more strategic development in these GSCs. Truncated GSCs are not benefiting from the job creation generated by backward linkages to domestic inputsupplying firms (WTO et al., 2019, p. 3) . As a result, participation in GSCs has led to modest economic and social upgrading. It is worth noting that, overall, these GSCs are found in relatively new industries and may require time, policy support and nudging in order to realize their potential.
The smartphone industry in Brazil
The Brazilian smartphone GSC relies heavily on FDI by international brands that import a large proportion of inputs for local assembly aimed at the domestic market. Backward linkages are scarce. Despite declining sales in 2017, due to the economic crisis, Brazil remains the fourth-largest consumer market for mobile phones in the world. Import tariffs create barriers even for globally recognized brands to compete successfully in Brazil, and thus have led global brands to invest in domestic manufacturing or assembly operations.
In this GSC, international lead firms brought assembly processes to Brazil, leading to process upgrading. The market in Brazil is big and highly competitive as the demand for sophisticated smartphones is nearly saturated among middle-and upper-class consumers. Thus, lead firms follow two main strategies: (1) product upgrading, by introducing more sophisticated products and accessories to encourage higher-income consumers to upgrade to a new model with more advanced technology and options; and (2) product downgrading, as part of a marketing strategy, by retaining older, lower-priced product lines based on previous-generation technology, given that 80 per cent of the Brazilian market for mobile phones is composed of lower-income consumers.
Social upgrading can be seen in both the number and quality of jobs and along various dimensions. Production and assembly operations have created new jobs. In terms of job quality, the active role of trade unions and the voice and representation of workers in the assembly factories, stand out as key drivers of social upgrading. The impacts of worker consciousness and unionization on the lead firm assembly plants are significant: 57 per cent of workers interviewed in 2017 as part of the case study had received a year-on-year wage increase; 91 per cent had been paid a higher overtime rate; 98 per cent had a trade union representative in the factory; and 91 per cent had engaged in collective bargaining.
Despite signs of economic and social upgrading by lead firms, the focus has been on the assembly of imported mobile phone parts, without adequate comparative advantage or incentives to build backward linkages or undertake technology transfer for local production of parts and inputs. For this reason, we assigned this GSC case study to the "truncated development" category, considering that the GSC was not achieving the full range of its potential developmental impact.
This chain also presents some characteristics of "oppositional development" between firms and workers in the same or different segments of the supply chain (and it is indeed plausible for GSCs to demonstrate characteristics that are suited to several typologies). In this case, the social upgrading in lead firm assembly operations did not spill over to the group of firms subcontracted to assemble subsets for final assembly. Only 46 per cent of workers interviewed said that workers in subcontracted firms had the same social protections as those in the lead firm, which signalled that both social upgrading and social downgrading were taking place between workers at different levels of assembly operations. It could be argued that the presence of trade union activity, even at the subcontractor level, was crucial in promoting social upgrading or, at least, putting a brake on social downgrading tendencies that would otherwise have expressed themselves more strongly.
The automotive industry in Paraguay
The integration of Paraguay into the automotive industry GSC came about through the assembly of imported auto parts for export under a maquila policy (Act 1064 of 1997). Similarly, motorcycles, passenger cars and utility vehicles for the domestic market are assembled from imported complete knockdown kits, under the 1998 National Automotive Policy. Various incentives, tax breaks and other benefits offered under government policies have successfully attracted FDI by multinational automobile producers to establish operations in Paraguay with the goals of generating jobs and foreign revenue, and of stimulating the upgrading of skills and installed industrial capacity in the country. However, neither the production of auto parts under the maquila policy nor the assembly of complete knockdown kits for the domestic market under the National Automotive Policy have generated significant backward linkages.
Exports of auto parts (primarily wire harnesses) reached the value of US$152 million in 2016 (up from US$485,000 in 2010), representing 18.5 per cent of total manufacturing exports (from 0.1 per cent in 2010), creating some 5,000 jobs and accounting for 0.5 per cent of national GDP in 2016. 8 On the other hand, formal employment in assembly operations increased moderately to 4,545 employees in 2016 (from 3,317 in 2011). 9 New jobs in this segment are concentrated in administrative activities, reflecting vertical integration with sales and credit activities, which have deepened access to a domestic market that is showing signs of saturation in its motorcycle segment.
In terms of social upgrading, workers in the assembly segment of the automotive GSC receive salaries and benefits that are generally above the minimum wage in Paraguay, plus additional monetary and non-monetary compensations. In contrast, wages and benefits for blue-collar workers in auto-parts firms do not exceed the minimum wage. Both segments offer contracts without limit of time and, significantly, absorb highly trained professionals, such as industrial and electrical-mechanical (mechatronics) engineers and medium-level and specialized managers. Assembly and auto-parts firms organize formal training activities for their employees on an ongoing basis. While all this demonstrates a positive contribution to labour market conditions in Paraguay, the extent of this favourable impact is limited by the reduced scale of the automotive industry in this country.
The conditions for growth and progress into higher value added activities through product or functional upgrading remain out of reach due to the basic fact that the inputs are imported and controlled by the multinational automotive brands that have been attracted by fiscal incentives and the low cost of labour for the labour-intensive assembly of auto parts. These brands have little interest in expanding into other segments of automotive production or creating an integrated automotive industry in Paraguay. The assembly of auto parts has remained focused on the low-end, labour-intensive production of wire harnesses, mainly for export to Brazil.
The textile and apparel industry in Paraguay
In contrast to the two "oppositional development" cases of the inward-looking Brazilian apparel chain and the strategic Chilean multilatinas in the textile and apparel industry, the Paraguayan case is characterized by a dramatic decline in cotton production and in employment, combined with moderate progress in apparel production. In the lower tiers of the production chain, which include agriculture, spinning and weaving, the loss of competitiveness is reflected in a decrease in the number of jobs and in low wages. This lack of competitiveness in the textile segment stands in contrast with the increased competitiveness, production and job creation in the apparel segment of this GSC.
The apparel segment comprises two main parts: production under the maquila export regime mentioned above, primarily sent to Brazil, and production for the domestic market. The latter is also linked to international markets through the purchase of imported inputs, and provides an interesting contrast with maquila production in terms of the developmental options and conditions of work. Production for the domestic market displays product upgrading towards more sophisticated product lines such as swimwear and lingerie, with less fluctuation in demand and prices, which allows for higher salaries and less precarious working conditions. However, this segment also uses textiles imported from Brazil and China rather than sourced from local production.
The supply chain in the Paraguayan textile and apparel industry experienced a sharp decline in jobs from 2001 to 2016, despite the fact that employment in the apparel segment increased. This points to truncation in this chain since the segment producing inputs has not undergone the same upgrading process as that seen in the apparel segment. In aggregate terms, employment fell from a total of 327,772 workers in 2001 to 130,185 workers in 2016, constituting a drop of more than 60 per cent. 10 This loss of employment was balanced by the modest growth of exports and formal jobs in the apparel segment, which is relevant in a context where unemployment is low and labour market problems express themselves through informality and low-quality jobs. On balance, we have therefore categorized this GSC as a case of "truncated development", due to the lack of backward linkages or new domestic capabilities as a result of investments by lead firms in the maquila segment of this industry.
Cases of more integrated upgrading in GSCs
Two case studies demonstrated a potential for economic and social upgrading in a more balanced way in various segments throughout the entire supply chain, potentially constituting examples of integrated upgrading. In these cases, the lead firms played a role in supporting upgrading among suppliers. There may be some gaps in economic and social indicators along the chain, but they are moving together in the right direction. The fact that both cases are in the same country is also significant, as it indicates that the Uruguayan Government has established policy and institutional frameworks in both economic and social/labour areas that are conducive to upgrading and prevent the forms of downgrading that were seen in the other case studies.
Furthermore, it is important to note that this policy framework produced positive outcomes in two industries with significantly distinct features: first, in a natural resource-intensive industry that involves heavy manual labour and, second, in an industry providing high-end, technologically sophisticated business process services. Hence, this policy experience demonstrates that welldesigned policies can support economic and social upgrading between lead firm and supplier segments, even in lower value added and labour-intensive low-skilled industries.
The forestry and wood industry in Uruguay
The forestry supply chain in Uruguay provides strong indicators of triple upgrading -economic, social and environmental -highlighting the potential for linked upgrading permeating and benefiting both firms and workers through various segments of the supply chain, in a framework of inclusive and sustainable development.
Two large processing plants for pulp production were established in 2007 and 2009 through FDI attracted by the benefits offered by an export processing zone (EPZ) policy put in place in the early 2000s, and by investment promotion laws. Examining the data for the years 2006-16, this industry succeeded in raising the combined exports of wood, paper and pulp by 374 per cent over a decade, reaching US$1.5 billion in exports and expanding its share of GDP to 4.5 per cent in 2016. 11 Process upgrading was achieved through investments in mechanization of upstream logging operations (currently all wood destined for pulp production is logged mechanically) and an increasing use of specialized forestry and related services. Furthermore, this industry clearly achieved functional upgrading by expanding into wood chips and industrial pulp production from mere raw wood production (Bértola, 2018) .
Rising productivity resulted in a 4 per cent decline in total employment in the industry between 2006 and 2016, reflecting a structural shift in employment away from logging (which was roughly halved over this period) to servicebased employment. However, the salaries of loggers who retained their jobs increased considerably over this decade, marginally ahead of other forestry activities and in line with the economy-wide average. Formality of employment contracts is higher in pulp production than in forestry, where roughly half of the workers are informal, constituting a persistent social upgrading challenge in this GSC. Since functional upgrading took place, the challenge of seasonality has abated in forestry and logging, in large part due to increased mechanization and sophistication of processes. On-the-job training programmes are provided for truck drivers across the value chain; similarly, training for loggers now includes learning to manage software, control processes, and theoretical training to produce simulations of logging and transport operations. Female participation in this industry rose from 4 to 17 per cent over the same period, particularly in forestry-related services and industrial pulp operations. 12 A virtuous cycle was identified between mechanization, rising productivity and wages -due, in large part, to the action of industry-wide wage councils. In addition, there was a shift away from dangerous, heavy manual tasks, coupled with training that eased the transition to more highly skilled control operations and higher value added activities, including training in more sophisticated activities. A rise in the share of female employment and a smoothing out of seasonality were also identified. The start-up of cellulose plants with their various positive effects was achieved through the policies of tax-free EPZs and investment promotion, which have yielded economic and social upgrading and positive spillovers for the upstream supply chain in this industry. It should be noted, however, that a cost-benefit analysis of this policy has not yet been conducted.
Policies directed at the forestry and wood industry, together with company activities, were successful in achieving both economic and social upgrading. The former was reflected in higher productivity and the latter in a reduction in unsafe work in upstream raw material tasks, training for workers to conduct more complex tasks or transition into other industries, higher wages for loggers and an increase in female employment, among others. Areas for further improvement do exist, such as the problem of persistently high informality.
The global services industry in Uruguay
The Uruguayan EPZ policy that was crucial in attracting pulp production plants was also focused on increasing knowledge-intensive activities. In the global services industry, 75 per cent of the captive centres and subsidiaries of international suppliers in Uruguay's global service industry operate out of the EPZ.
The EPZ raised exports by 440 per cent, from US$314 million in 2007 to US$1.7 billion in 2014, and doubled the presence of foreign operations over the same period. Exports from the EPZ rose as a share of GDP from 1.6 per cent in 2007 to 5 per cent in 2015. In terms of unit value, between 2007 and 2014 exports of professional, scientific and technical services per employee increased by 721 per cent while exports of administrative and support services went up by 351 per cent (Couto, 2019) .
The EPZ achieved functional upgrading when foreign operations that had initially been introduced to provide lower-value services began to increase the range and sophistication of services provided by incorporating higher value added activities in areas such as finance, accounting, software development and consultancy.
Employment rose by 62 per cent between 2007 and 2015. Based on more disaggregated data available for 2011 and 2015, almost all segments of salaried workers classified as "dependent" employees experienced strong employment growth and higher salaries. Performance declined only in the segments of the "independent" worker category, providing services as self-employed or temporary workers.
Social upgrading in this industry has also affected the quality of jobs. Salaried employment prevailed in all segments of the global services supply chain in Uruguay, although teleworking arrangements represent a challenge to this as they are currently not covered by labour law. Hours of training and the number of workers trained have also risen, thanks to the public policies that have provided training in the so-called "finishing schools". To some extent, training policies and other strengths in Uruguay's institutional framework compensate for the fact that it is not very attractive for global services in terms of financial indicators and the availability of human resources.
The EPZ policy for business services has proven to be effective in promoting job creation in higher value added and knowledge-intensive industries, in which most workers have formal employment contracts, although the lack of gender equality in higher value added segments suggests that this area requires attention to ensure inclusive development with equal opportunities for women and men. The EPZ firms have been able to serve demanding clients in the international business services GSC. The policy has successfully integrated Uruguay into GSCs related to higher value added tasks.
Based upon the empirical findings discussed above, the following section explores the types of public policies, institutions and activities by key public, private and social actors that could contribute to a more aligned and inclusive process of economic and social upgrading in lead firms and among supplier firms and workers. Some of these include policies for productive development, capability strengthening, the development of scientific and technical skills, and the promotion of labour rights and freedom of association to ensure compliance with national and international labour standards.
Policies and institutions for upgrading in GSCs
The research findings show that productive configurations and upgrading strategies among certain lead firm segments have important implications for both social "upgrading pull" or "downgrading push" and their impacts on workers.
Inter-firm relationships that were categorized as part of either oppositional or truncated development revealed challenges in translating economic upgrading into social upgrading, generating positive spillovers to promote inclusive upgrading, and impacting forms of work found particularly in the lower supplier segments of GSCs.
As regards the differences found between lead firm and supplier segments, these point to a clear need to achieve more inclusive and sustainable economic and social upgrading in all segments and levels of the supply chain. This calls for policies seeking to increase investment, productivity and profitability in a more integrated and inclusive way and especially among small suppliers that often suffer from unfavourable terms of incorporation.
As seen particularly in the cases of oppositional development, lead firm activities did not generate wide-ranging positive spillovers that would induce economic and social upgrading and strengthen the capabilities of a large set of upstream suppliers through transfers of technology, know-how, managerial techniques and requirements for compliance by suppliers with labour legislation and respect for worker rights. Instead, economic upgrading among agricultural input suppliers involved capital investment by suppliers who had the financial means to do so, in vertical integration and consolidation into largescale production to attain economies of scale, along with investments in process upgrading to enhance efficiencies and raise productivity. Labour-saving process improvements raised skill requirements and wages, resulting in social upgrading for a restricted number of workers. Meanwhile, in an opposite direction in the same segment and in lower tiers, negative spillovers affected smaller-scale agricultural producers and workers that were excluded from this process, resulting in lower profits and wages. This forced them to reduce margins and, eventually, shift to other markets and to informality, which resulted in lost business or unemployment.
Smaller production firms in supply chains constitute a crucial area for targeted public policies to promote upgrading. Such firms typically struggle with low productivity, weak innovative capability and poor product diversification and therefore remain locked in product segments that are labour intensive, competing at low prices. Access to capital, strengthened productive capabilities and enhanced business and management skills would enable them to break the cycle of "race to the bottom" competition and, instead, invest in machinery and skills.
Accordingly, to ensure that supplier firms at different points in the supply chain are able to access resources that enable them also to capture opportunities for growth and upgrading, public policies or the activities of business associations and representatives could contribute by providing access to finance, crucial business skills and market knowledge. Access to capital can help suppliers break out of the cycle of restricted cash flow, low investment, low productivity and price-based competition by undertaking process upgrading through investments in equipment and productive infrastructure, or by expanding capacity. Similarly, in order to support stronger human capital development for firm owners, their managers and workers, and enable upgrading to higher value added tasks within GSCs, investment in skills development and training are crucial. Elements of a successful economic and social upgrading strategy thus range from improving productive capabilities to boosting design skills and innovative capacity for product upgrading and diversification, as well as compliance with labour regulations. While such skills development would exceed the capacity of smaller firms, training activities (with certification) could be offered through private or public training centres and institutions. In addition, accessing knowledge and information about market opportunities is another important upgrading element that could be made available by business associations.
The role of industrial policy is particularly evident in the cases of truncated development, in which spillovers did not foster forward and backward linkages between lead firms and domestic suppliers. Cases in which industrial development is still incipient require policies to move beyond the assembly of imported parts. National investments and, where possible, proactive leveraging of multinational investors can be used to build a depth and range of productive capabilities and skills among small and medium enterprises and workers. This will enable the strengthening and lengthening of a domestic supply chain for activities that currently rely on imported parts and foreign know-how, thus spurring on the growth of local firms, skill development and jobs.
Other social upgrading policies and activities concern labour issues more directly. Over time, countries in the Southern Cone have developed and maintained strong labour market institutions, including labour inspection. Their labour legislation has proved to be robust, strengthened through the active role of trade unions.
The trade union movement has historically been relatively strong in the subregion (except in Paraguay), promoting labour organization and representation. Mobilization and workers' agency, particularly in leading industrial sectors, have played a crucial role in promoting and defending labour rights. Such a context has often been conducive to the development of robust industrial relations, involving collective bargaining, wage councils and sectoral councils. These labour institutions and traditions may have put Southern Cone countries in a position to avoid some of the labour risks that have frequently affected GSCs in other regions and subregions.
Crucial regulation for social upgrading in GSCs involves legislation concerning the subcontracting and outsourcing of labour, and its effective implementation. This is a key area affecting the quality of work in companies holding distinct positions in the supply chain (see Heinen, 2017; Heinen and Petri, 2017) . While the need to regulate labour issues in subcontracting chains is a long-standing challenge that predates the emergence of GSCs, the layers of subcontracting and outsourcing, and the use of precarious labour embedded in the networks of inter-firm relationships, highlight the importance of this issue specifically within the structure of GSCs.
Private voluntary initiatives (PVIs) and corporate social responsibility (CSR) initiatives have also played a role in seeking to identify and manage substandard social conditions in supplier factories through social audits, codes of conduct and labelling, especially in labour-intensive industries such as apparel and electronics production (Locke, 2013) . This was seen in the example of the supplier auditing and certification scheme developed and implemented by the Brazilian apparel retailers' association, ABVTEX. Similarly, Falabella, one of the Chilean retailers, or multilatinas, has used the SMETA protocol for a number of years to audit the labour conditions in suppliers that produce for its own brand. Compliance data suggest that these interesting, albeit incipient, initiatives have had a positive impact.
Nevertheless, research has shown that private governance on its own has its limitations (Mayer, Phillips and Posthuma, 2017; Barrientos, 2013) . The public labour inspection authority is the legitimate body to enforce binding labour legislation among firms. However, given their cross-border operation and the use of outsourcing and subcontracting to smaller firms and informal production units, the structure of GSCs creates challenges for labour inspection. In this regard, innovative approaches have been implemented in several countries. The Brazilian labour inspection authority, for example, created a special sectoral unit to monitor working conditions and eradicate forced labour in the apparel industry in São Paulo. In Paraguay, the labour inspectorate is active, small and reportedly unable to monitor working conditions in all maquila factories, given their number and small size, especially outside the capital city of Asunción. It is furthermore difficult for labour inspectors to monitor working conditions in small informal workshops. Some segments of the apparel supply chain in Brazil provide an interesting example of public-private governance, whereby public labour inspection and employers' associations have collaborated in initiatives to improve working conditions and eradicate forced labour throughout the supply chain.
Trade union representation is linked to important social upgrading in the case studies, through actions such as collective bargaining, demanding improved health and safety in the workplace, negotiating wages in sectoral agree-ments, promoting the use of formal employment contracts, and negotiating changes, such as the introduction of new technologies to raise productivity and the quality of production. This tends to be particularly challenging in small suppliers in labour-intensive, low value added assembly work (Appelbaum, 2008) . However, the field research for this article identified a positive example in the Brazilian smartphone industry, where strong existing trade union presence provided solidarity and mobilization, with positive outcomes for the wages and working conditions of workers in the lead firm assembly segments in particular.
Trade unions are organized by industry and face challenges to mobilize groups of workers in GSCs, given their dispersion and layered structure of outsourcing and subcontracting in these chains. Organizing trade unions is especially challenging in small supplier firms, such as those in the apparel chain, and among workers in agricultural supply chains based in rural areas. However, framework agreements between multinational enterprises and global union federations, such as the one signed by the multinational clothing company Inditex and IndustriALL in 2007, have been successful in addressing crossborder challenges in GSCs.
Given the strengths and limitations of each governance mechanism, creating stronger linkages between private, public and social governance mechanisms could be effective in promoting social upgrading. Indeed, this was one of the points made by the general discussion of the ILO's 2016 International Labour Conference, which identified the various governance mechanisms and actors involved . In this regard, for some kind of "synergistic governance" to work, it is important to determine the respective strengths and weaknesses of the latter.
Conclusions
The analysis of case studies in Southern Cone countries presented in this article revealed that the "oppositional development" and "truncated development" categories of inter-firm relationships in GSCs were prevalent in the majority of cases. The process of economic and social upgrading in the higher value added lead firm segments was often achieved at the cost of upgrading a limited number of upstream suppliers of inputs and/or intermediary products and services, while the majority of smaller supplier segments for upstream struggled with negative spillovers (such as reductions in price paid for inputs, quicker delivery schedules, or shifts in order volume and specifications) or exclusion from the supply chain. This pattern was particularly noteworthy in GSCs involving suppliers of low value added, natural resource-intensive inputs and labour-intensive intermediary activities.
The research reveals asymmetries in supply chains in Southern Cone countries between lead firms and suppliers -in chains led by multinational firms (Brazilian smartphones, Paraguayan automotive and textile, Uruguayan forestry), national lead firms (Chilean wine and apparel, Argentine biofuel) and a mixture of both (Brazilian apparel, Uruguayan business services) -both in terms of economic behaviour (such as limited technological and management spillovers for economic upgrading) and social behaviour (such as the difficulty to promote corporate social responsibility) (see Mezzadri, 2014) .
A central factor in the economic upgrading of lead firm segments, and their propensity to generate positive spillovers for suppliers, was the relative value added, technological sophistication and knowledge-or labour-intensity of the supplier segment. As seen particularly in upstream production of raw materials, such as biofuel in Argentina or labour-intensive assembly in the automotive and apparel industries in Paraguay and in the smartphone industry in Brazil, the low value added and basic entry-level skills required created low entry barriers, which tended to attract a proliferation of firms that compete on low cost and flexibility. Such conditions created highly asymmetrical relations between buyers and suppliers, tending to lead to adverse incorporation and cost-cutting strategies that relied on low wages, poor working conditions and, often, informal employment arrangements. Such circumstances typified cases of oppositional development in which the upgrading of lead firms was linked with economic (and often social) upgrading of a limited number of suppliers possessing the requisite productive capabilities and capital resources to undertake investments to strengthen processes, integrate vertically and consolidate production in ways that yielded economies of scale. Meanwhile, in an opposite direction, more widespread downgrading took place among smaller suppliers with lower productive capability and capital resources. In a more limited way, truncated development was unable to yield more widespread developmental impacts due to its origins in FDI arrangements, which were mainly restricted to the assembly of imported inputs, rather than the development of upstream suppliers domestically.
A key factor in the promotion of social upgrading among lead firm segments was the relative presence of active governance institutions, including labour legislation and labour inspection in the public domain, corporate social responsibility in the private sector and trade union mobilization and organization of workers in the social and representational domain. The relative challenges for public, private and representational governance to act effectively among informal, small and dispersed supplier firms in the upstream supply chain contributed to the wider difficulty of ensuring social upgrading among supplier segments. Noteworthy examples were found in innovative labour inspection strategies in the Brazilian apparel industry, private voluntary initiatives in a Chilean apparel multilatina and Brazilian apparel retailers, and strong trade union action in the Brazilian smartphone assembly industry. The more integrated examples in Uruguay involved a closer synergy between public, private and representational forms of governance.
Accordingly, participation in GSCs did not in and of itself lead to economic and social upgrading for lead firms, nor to spillovers into supplier segments. Instead, positive economic spillovers were captured by suppliers with stronger productive capabilities and more solid financial circumstances. Social spillovers were largely the result of stronger governance institutions in defence of labour, and they were particularly effective when synergies existed between public, private and representational governance institutions. As seen in the two cases of more widespread and integrated economic and social upgrading, the Uruguayan State invested in productive capabilities and skills, and implemented policies to attract foreign investment. Alongside these measures, it maintained and coordinated institutions to monitor and enforce compliance with labour standards and safeguard labour rights and social dialogue through tripartite sectoral councils.
The lead firm segments in the case studies sought to raise their own value added and profitability by ensuring product, process or functional upgrading with skilled workers and good working conditions, which is consistent with the main body of GSC literature. We found that some lead firms had undergone important strategic shifts, such as raising value added and moving into more knowledge-intensive industries (as seen in the case of business processing services in Uruguay) and becoming multilatinas (as seen in the apparel and, to a lesser extent, wine GSCs in Chile). Other lead firms upgraded in more traditional industries such as wood, by moving into biofuels (as seen in Argentina) and forestry and wood (as seen in Uruguay). The research also showed that segments of suppliers providing low value added and labour-intensive inputs and intermediate goods and services experienced downward pressures on prices and working conditions. The fact that most suppliers mentioned in the case studies did not operate in more knowledge-intensive or higher value added activities, but were instead found in resource-and labour-intensive segments, also has important policy implications. Only two case studies in the global services and forestry and wood chains in Uruguay were categorized as achieving more integrated upgrading in both lead firms and suppliers.
Given the concern regarding the developmental impacts of inter-firm relations in GSCs, the aim of this article has been to contribute to the policy literature on GSCs and consider the implications for policies, institutions and the key public, private and representational governance mechanisms and actors. By adopting an analytical framework that characterizes diverse interfirm dynamics between lead firm segments and supplier segments in the nine case studies of GSCs, our study feeds into policy considerations by providing a more nuanced view of the key factors that lead to different outcomes for firms and workers in different segments of the same supply chain, and identifying conditions that have created barriers or been more conducive to economic and social upgrading and integration between both.
